State Transportation Funding: Myths vs. Facts
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The Metropolitan Transportation Commission — the transportation planning and financing agency for the
nine-county San Francisco Bay Area — seeks to dispel certain myths about state transportation funding.

1. MYTH: State transportation taxes can be diverted to the
General Fund.

FACT: The California Constitution prohibits transportation
revenue sources from being transferred or loaned to the
General Fund.

- Article XIX of the California Constitution has protected the
gas tax since 1976.

«In 2010, with passage of Proposition 22, California voters
further safeguarded gas tax revenue by barring even short-
term loans to the General Fund or debt service payments on
transportation-related General Obligation bonds.

«In June 2018, voters fully secured all new state transporta-
tion funding (i.e. new vehicle registration fees and the sales
tax on diesel fuel), by passing Proposition 69, which consti-
tutionally dedicated all current sources of state transporta-
tion monies to transportation purposes.

2. MYTH: California has a history of raiding transportation
revenues for the General Fund.

FACT: The exact opposite actually occurred. In the 1990s
and in 2000 the Legislature turned to the General Fund
revenues — in the billions of dollars — to build and main-
tain local streets, highways and bridges, and to expand the
state’s transportation system.

«Legislation to extend the state’s sales tax to gasoline was
enacted to support the General Fund and signed into law by
Governor Ronald Reagan in 1971. Portions of this General
Fund revenue source — worth between $1.5 billion and $3
billion annually — were regularly transferred to transpor-
tation purposes starting in the year 2000. The sales tax on
gasoline was eventually replaced in 2010 under legislation
commonly known as the “Gas Tax Swap” with a per-gallon
gas tax of an equivalent amount. These funds, which orig-
inated as General Fund revenue, are now constitutionally
dedicated to transportation.

- Billions of dollars of voter approved bonds repaid from the
General Fund also have been invested in transportation
since 1990.

3. MYTH: The gas tax produces additional revenues each year
because people are driving more.

FACT: More miles have been driven as population increases.
However, drivers consume less gasoline (and pay less in tax-
es) for every mile driven because of fuel efficiency.

From 1996 to 2016, the total number of miles driven increased
by 30 percent, whereas gas consumption rose just 15 percent.

In addition, the value of the revenue raised from the gas tax ac-
tually fell substantially during that time. That’s because the gas
tax rate, which until last year was stuck at 18-cents/gallon since
1994, lost 40 percent of its value due to inflation.

Think of it this way: In 1994, a loaf of bread cost $1.59. Imagine
that you only had $1.59 to spend on bread today in 2018, when
the average cost of a loaf is $2.33. How much bread would you
get? Not a full loaf.

It's the same with the gas tax: In 1994, motorists paid about
$2.70 in gas tax each time they filled up a 15-gallon tank. But
today, that $2.70 in gas tax is not worth same as it was in 1994;
it is only worth about $1.62.

4. MYTH: New gas and car taxes will cost California families
over $700 a year.

FACT: The average motorist will pay roughly 32 cents per
day, $10 per month, or about $120 per year as a result of
gas tax and motor vehicle registration fee increases ap-
proved in Senate Bill 1 (2017), according to the California
Department of Finance.
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5. MYTH: Proposition 6 will save families over $700 a year.

FACT: By cutting funding for urgent road repairs, Proposi-
tion 6 likely would cost the average family more in increased
car repairs than it could expect to save in lower taxes.

As noted above, the average California motorist will pay rough-
ly $120 per year under the new taxes approved in SB 1, accord-
ing to the California Department of Finance. TRIP, a nonprofit or-
ganization that researches transportation issues, estimates that
residents of the San Francisco-Oakland and San Jose urbanized
areas currently spend $1,049 and $983 per year, respectively, on
vehicle repairs due to driving on poor roads. By cutting funding
for cities and counties to pay for urgent road repairs, Proposi-
tion 6 likely would result in higher vehicle operating costs. In
addition, oil prices are set by the oil industry and there is no
guarantee that a cut in the gas tax would result in consumers
paying a lower price at the pump.

6. MYTH: We can fix the roads by simply cutting waste and
making Caltrans more efficient.

FACT: Decades of underinvestment cannot be addressed
without stabilizing revenues.

California’s local and state roadways faced a combined backlog
of approximately $137 billion worth of projects due to the ac-
cumulation of underinvestment during the last two and a half
decades.

SB 1 established a new office of Audits and Investigations and
an independent Inspector General to oversee Caltrans to en-
sure all transportation funds are spent as provided by statute
and to identify further cost-cutting opportunities.




